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Cr oss Ref erences:

Subj ect: FY 1999 Subsidies for Qperation of Low I ncone Housing
Proj ects

The purpose of this Notice is to advise Public Housing
Agenci es (HAs) of the proration of operating budget approvals
during Federal fiscal year 1999 (HA fiscal years begi nning
January 1, April 1, July 1, and Cctober 1, 1999). The 1999
Departnents of Veterans Affairs and Housing and Urban Devel opnent
and | ndependent Agenci es Appropriations Act includes
$2, 818, 000, 000 for FY 1999 operating subsidy requirenents. Under
current authorizations, the anmount appropriated in the FY 1999
Appropriations Act will not be sufficient to cover total subsidy
requi renents for both Performance Funding System (PFS) and non-
PFS projects. Accordingly, paynents to all HAs will be based on
92.5 percent of the full eligibility of each as determ ned by the
PFS, or the appropriate alternate approach for the non-PFS HAs
and projects. Under 24 CFR 990.112(c) of the regulations, “In
the event that insufficient funds are avail able to make paynents
approvabl e under PFS for operating subsidy payable by HUD, HUD
shal | have conplete discretion to revise, on a pro rata basis or
ot her basis established by HUD, the anobunts of operating subsidy
to be paid to PHAs.”

In order to maxim ze the FY 1999 proration percentage, HUD
O fices were instructed on January 21, 1999, not to process any
year end adjustnents (Line 33 “Prior Years’ Net Year-End
Adj ust nents” of Form HUD-52723). They are also instructed not to
approve md-year rental and utility adjustnments. (Note: In a
fully funded year, under some circunstances, HAs may receive md-
year adjustnents to rental inconme or utilities.) HAs are stil



required to submt all mandatory year-end adjustments wthin the
required tinme frames to enable the Departnent to anal yze our
ability to process themin the future if the FY 1999 funding
shortfall situation changes as a result of Congress enacting a
suppl enmental or operating subsidy requirenents being | ower than
anti ci pat ed.

In FYs 1996 and 1997 the Departnent adopted three changes to
the PFS to allow HAs to offset PFS funding shortfalls. 1In order
to maxi m ze the FY 1999 proration percentage, these changes wl|
not be adopted for FY 1999.

A. Three percent rental incone change factor will be used in FY
1999. For FY 1999 the Departnent wll not suspend the three
percent change factor applied to project an HA' s dwel |ing
rental inconme. To do so would | ower the proration percentage
for all HAs, and nmany HAs are achieving the incone projection.
Therefore, for Federal fiscal year 1999, all HAs wll enter
1.03 on Line 15 of Form HUD 52723, Cal cul ation of Performance
Fundi ng System Qperati ng Subsi dy.

B. Incentive for HAs to increase O her Incone. For FY 1999 the
Department will not adopt the other incone incentive to permt
HAs to retain additional other incone, above that permtted
under the PFS fornmul a.

C. Incentive for HAs which adopt Optional Earned |Incone
excl usi ons or deductions. HAs whi ch adopt optional earned
i ncome exclusions or deductions nust nmake an adjustnent in
reporting the rent roll used for cal cul ati ng operating
subsidy. The rent roll anount reported on Line 12 nust be
adj usted by addi ng back the total value of all optional earned
i ncome exclusions and deductions. This step results in a
decrease in operating subsidy that can be made up through the
adj ust nrent when the HA achieves an increase in rents from
earnings. The anount of the potential incentive is calcul ated
by conparing the rental income per occupied unit resulting
fromearned income on the April 1, 1996 rent roll to the
rental income per occupied unit resulting from earned incone
on the date of the rent roll used for the FY 99 PFS
calculation. During Federal Fiscal Year 1999 the HA qualifies
for an adjustnent in operating subsidy in an anount that is
| ess than or equal to the total of the optional earned incone
excl usi ons and deductions reported on Line 12. The incentive
will be entered on Line 38 of Form HUD- 52723 and w || increase
the operating subsidy. A sanple format for calculating this
adjustnent is included as Appendi x A



If additional information is needed, please contact Joan
DeWtt, Director of the Funding and Fi nanci al Managenent
Division, Ofice of Public and Assisted Housing Delivery, at
(202) 708-1872, or Joan_W _DeWtt @ud. gov.

/s/

Harol d Lucas
Assi stant Secretary for Public
and | ndi an Housi ng



Appendi x A

SAMPLE FORVAT FOR FY 1999 OPTI ONAL PFS EARNED | NCOVE EXCLUSI ONS/ DEDUCTI ONS
ADJUSTMENT

HA Narre:

Fi scal Year 1999 (12/99, 3/00, 6/00, 9/00)
For HAs with optional earned incone exclusions/deductions

Note: Line references are to PFS form HUD-52723. Calcul ate PFS subsidy eligibility and proration
before conpleting this worksheet.

DVELLI NG RENTAL | NCOVE ADJUSTMENT: HA nust certify that it is making significant efforts to
utilize Optional Earned |Income Exclusions/Deductions for current residents.

A April 1, 1996 rent roll: Total Tenant Paynment from wages and sel f enpl oynent divi ded PUM
by total no. of occupied units: (This nunber reflects the subtraction of any
excl usi ons/ deducti ons)

B[ From actual rent roll for used for Line 12 of FY 1999 PFS cal cul ation: Total Tenant
Payment from wages and sel f enpl oynment divided by total no. of occupied units: (This PUM
nurmber reflects the subtraction of any excl usi ons/deductions)

C PUM change in Total Tenant Paynent from earned inconme (B mnus A): PUM
If negative, stop here, no adjustnent earned.
$
D I ncrease in Total Tenant Paynment from earned income (C tinmes PFS UMA):
$
E| Earned i ncone excl usi ons/deductions in subject year’'s PFS rent roll nonth per
occupi ed unit tines PFS occupancy percentage and UMAs. This anpunt nust be added to
Line 12 of HUD-52723. In description colum of Line 37 enter as a coment: “Line E
for FY 99 = i
$
F| Actual adjustnent (Enter the smaller of D or E.)
$
g Multiply F by FY 1999 Proration Factor and enter on Line 38 of HUD 52723.




